
Ashland - NMC Rehab. 
B e l o i t  - Abar i s  Cen te r  
Chippewa Falls - St.Joseph's 
Elkhorn - WalworthCounty 
Fonddu Lac - Fond du Lac County 
Juneau - Dodge County 
Marsh f i e ld  - Norwood Heal thCenter  
Menononee - Dunn County Hospi ta l  
N e w  Richmond - St .CroixHeal thCenter  
&-en - ClarkCounty 
p l a t t e v i l l e  - Uni f i ed  counse l ing  
Port  Washington - DePaulRehab, 
Racine - A-Center 
Reedsburg - Tri-County Human S e r v i c e s  
Waukesna - Northview 
West Bend - WashingtonCountyMentalhealth 
Whi t eha l l  - Trempealeau County Health 

\ 

* Groups 11 and 12 cons is tofnon-acute  care f a c i l i t i e s  w i t h  a 
cut-off point of 50 licensed beds All t h o s ew i t h  50 o r  more 
beds are i n  g r o w  11, t h o s ew i t h  less t h a n  50 beds are in 
group 12. 

I f  t h e  subject  hospital exceeds the adjus tedaveragecompensa t ionper  
employe t a rge t ,p roceed  9 t h ef o l l o w i n gs t e p s .  

E. 	 C a l c u l a t et h ee f f e c t  OR t o t a le x p e n s e s  of t h eh o s p i t a l ' s  exceeding the 
t a r g e t  and o b t a i n  a p e r c e n t a g e  e f f e c t  by t a k i n g  t o t a l  salaries and 
employee b e n e f i t s  o v e r  the t a r g e t  a n d  d i v i d i n g  by t o t a l  b a s e  y e a r  
operating expenses,  

?. 	 take t h ep e r c e n t a g ee f f e c td e r i v e di nS t e p  E and a p p l y  to  base year 
Medicaidexpenses to de te rmine  the Medica id  e f f ec t .  

Appendix L I B  lists the da ta  r equ i r emen t s  and  the  co r re spond ing  source  documen t s  
forimplement ingtheaveragecompensa t ionperemployetarge t ;Appendix  IIC is  a 
h y p o t h e t i c a l  i l l u s t r a t i o n  of the methodology. 
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APPENDIX II,A 

geographical wage INDEXES 

CITY 

Milwaukee 

La  Crosse 

Eau C l a i r e  

Appleton-Oshkosh 

St . Paul-Minneapolis 

Madison 

Kenosha 

j a n e s v i l l e - b e l o i t  

Green bay 

d u l u t h - s u p e r i o r  

r a c i n e  , 

Rura l  

Sheboy,ea3 

Waus au 

1982 FEDERAL REGISTER* 

1.0080 
.9240 

.go16 

.9240 

.9806 

.9240 

1.9124 
.9240 

.9802 

.9240 

1.0257 
.9240 

1.0789 
.9240 

.8579 

.9240 

,9740 
.9240 

.9193 

.9240 

.9240** 

.9240 

.9179 

.9240 

.a439 

.9240 

.9769 

.9240 

1,0909 

.9 758 

1.0613 

1.0957 

1.0608 


1.1101 

1.1676 

,9285 

1.0541 

.9949 

1.0000 


.9934 

.9133 

1.0573 
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APPENDIX II B 


DATA requirements FOR TEE ACPE target 


DATA 

1. Total Salar ies  1. 

2. total employee benefits 2. 

3 .  T o t a l  FTEs 3. 

4 .  Fiscal P e a r  End 4 .  

5. 	 F i s c a l  Year End adjustment 5. 
f a c t o r  to Bring A l l  H o s p i t a l s  
forward o r  backward to FYE 
L2j3i/81 f o r  wages and s a l a r i e s  

6. fiscal Year End Adjustment . .-factor to bring A11 H o s p i t a l s  
forward or backward t o  FYE 
12/31/81 f o r  employee B e n e f i t s .  

7. 


8 .  	 Geegraphic Location Index 8. 
adjustment Factor t o  B r i n g  
AI1 H o s p i t a l s  t o  a Comparable 
ACPE. 

9. Hospital Bed Size. 9.  

SOURCE OF DATA 

Worksheet H, L ine  1 o r  
Worksheet A, Column 1, Line 72.  

WorksheetLine 2. 

Worksheet IC, Line 52, T o t a l  

Column or CostReport,Pg. 3,  

Part XIX, Line 2. 


Top Right-hand Corner of 

Virtually Every Page of t h e  

Cost report . 

3RI salary Index ( I n c r e a s e /  

decrease) For the # of Appli 

.:able Quarters . 


T,RI employess benefits Index 

I-,...:zhse (Decrease) For t he  IIC. 

of Applicable Quar t e r s .  


Routine Cos t  Limi t  Handout: 

C o l .  2, 


Geographical  Wage Index 

Handour. 


SupplementalWorksheet I, 

Part 111, ApprovedBeds Column, 

Total H o s p i t a l  L i n e .  


HCFA-179 #- Date Rec'd 7(r13( 
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C i t y  H o s p i t a l  


X Y Z  H o s p i t a l  Eau Claire 


1. ‘ T o t a lS a l a r i e s  

T o t a l  F r i n g e  B e n e f i t s  

Total  ZTEs 

$11,570,311 + $1,656,168 
831.97 

FYE Bed S i z e-
12/31/81 310 

$15,898 ACPE for W Z .  

2. 	 Since all h o s p i t a l s  w i l l  bebrough t  t o  a December FYE u s i n gt h eh o s p i t a l  
workers  wage and sa l a ry  index ,  no  FYE adjustment is necessa ry  for X Y Z  hos
p i t a l  s i n c e  i t  is a 12/31/81 FZE hospital. 

3.  	 Using theSeptember1981Federal  Wage IndexeswithAppleton-Oshkosh as t h e  
c o n s t a n t ,  t h e  Eau Claire Wage Index is as fol lows:  

.9806 Eau Claire -9686 
I  


1.0124Appleton-Oshkosh 

T h e r e f o r e ,  Xyz h o s p i t a l s  g e o g r a p h i c a l l y  a d j u s t e d  a v e r a g e  c o m p e n s a t i o n  p e r  
employee is: 

S15,838/.9686 = $16,413 

4 .  	 assume there are 10 h o s p i t a l si nt h ep e e rg r o u pb e i n ge v a l u a t e d .  Assume 
furhter that  t h e i r  g e o g r a p h i c a l l y  a d j u s t e d  and FYE-adjusted t o t a l  compen
s a t i o n  peremploye is as follows: 

H o s p i t a l  A 

H o s p i t a l  B 

H o s p i t a l  C 

H o s p i t a l  D 

H o s p i t a l  E 

H o s p i t a l  F 

H o s p i t a l  G 

H o s p i t a l  H 

H o s p i t a l  I 

H o s p i t a l  XYZ 

$17,000 

15,500 

16,250 

15,800 

16,800 

15,250 

16,000 

16,200 

15,90% FA-179 ##=, Date Rec’d 
Supercedes m.Date Appr. 
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Tile a l l o w a b l e  t a r g e t  of t h i s  t e n - h o s p i t a l  s a m p l e  i s  t h e  6 0 t h  p e r c e n t i l e ,  
H o s p i t a l  H, a t  $16,200. The re fo re ,  XYZ H o s p i t a l  is $213 p e r  FTE o v e rt h e  
maximum ($16,413 - $16,200) andwouldhave$177,210 ($213* x 831j.97) t aken  
o u t  of t h e i r  base y e a r  t o t a l  salaries a n d  f r i n g e  b e n e f i t s .  

*Sate that i f  a h o s p i t a l  a b o v e  t h e  t a r g e t  has a f i s c a l  y e a r  ending in other 
t h a n  t h e  f o u r t hq u a r t e r( O c t o b e r  - Decemberof198l), the amount of compen
s a t i o n  a v e r  t h e  maximum will h a v e  t o  b e  a d j u s t e d  by a FYE adjustment for 
combined salaries andf r inge  benefits. For example, i f  XT1 hospital would 
havehad a FPE of September 30, 1981,and assuming average compensation aver 
&L the t a r g e t  of $213 and  the  combined salaries and  f r inge  benefits index of 
1.02, theaveragecompensa t ionover  the t a r g e t  would be $209 (SZl:ii.C2}. 

1 - 7  
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TARGET FOR employees PER FACTORED patient DAY 

I. i n t r o d u c t i o n  

Soapensa t ion(wages ,sa l a r i e sandf r ingebene f i t s )accoun tfo rs ix type rcen t  

o r  more of o p e r a t i n ge x p e n s e si nt h eh o s p i t a li n d u s t r y .T h e r e f o r e ,  a system 

des igned  t o  limit h o s p i t a l  r e i m b u r s e m e n t  t o  t h e  c o s t s  i n c u r r e d  byanef f i - .  

ciently a n d  e c o n o m i c a l l y  o p e r a t e d  h o s p i t a l  n e e d s  t o  i n c l u d e  a measu refo r  

determining  whether s t a f f i n g  l e v e l s  a t  a g i v e n  h o s p i t a l  neet t h a t  cri teria.  


t h e  zaploye p e r  f a c t o r e d  p a t i e n t  d a y  t a r g e t  u s e s  t h e  p a t i e n t  d a y  as the b a s i c  

unit of service. The a c u i t y  of i n p a t i e n t  services i s  a c c o u n t e df o r  by t h e  

f a c t o r s  a p p l i e d  t o  t h e  v a r i o u s  c a t e g o r i e s  o f  p a t i e n t  d a y  ( s u c h  as medical /  

surgical 2nd i n t e n s i v ec a r e ) .  The g e n e r a la d u l tm e d i c a l / s u r g i c a ld a y  is 

a s s i g n &  a f a c t o r  of 1.00. T h eo t h e rt y p e so fp a t i e n td a y s  are then  assigned 

a v a l u e  o f  less than o r  g r e a t e r  t h a n  1.00; t h e  a c t u a l  v a l u e  a s s i g n e d  is a 

f u n c t i o n  of the u m b e r  of work h o u r s  consumedby t h e  p a r t i c u l a r  day i n  

r e l a t i o n  to t h em e d i c a l / s u r g i c a ld a y .  In t h i s  way, t h ef a c t o r i n g  accounts 

for the v a r y i n g  levels- of care r e q u i r e d  by d i f f e r e n t  p a t i e n t  t y p e s .  

o u t p a t i e n ts e r v i c e s  are a c c o u n t e df o r  by ou tpa t i en tequ iva len tdays .  The 

e f f e c t  of educat ionprograms is n e u t r a l i z e d  by excludingemployes i n  the 

cur s in ;  school  a n dt h ei n t e r n - r e s i d e n ts e r v i c ec o s tc e n t e r s( p e r  the Medicaid 

supplemental Cos tr epor tf romthes t anda rd .Comparab i l i t y  among hospital..; 

i s  f a c i l i t a t e d  by us ing  the  pee r  g roup  cu r ren t ly  used  by the Wisconsin 

_.hospital Bate &view program t o  t h e  e x t e n t  p o s s i b l e .  

Cos t s  a s s o c i a t e d  w i t h  f u l l  t h e  equivalentemployes (FTEs) t h a te x c e e d  the 
s i x t i e t h  p e r c e n t i l e  of the  peer  group w i l l  be  d i sa l lowed .  

II. methodology 

The following s t e p s  w i l l  be  used  fo r  de r iv ing  an  employe  pe r  f ac to red  Patient 
.---I2 day t a r g e t  f o r  a g i v e n  h o s p i t a l .  

The bas iccomputa t iona lformula  for t h e  s t a n d a r d  is: 

FS’Hl = TFTE X 3 6 5 ,  where 100 X 365 = 3 6 , 5 0 0  (workdays) = 365 
Days (TFD + OPE) 10,000 

F Z P 3  = f a c t o r e d  employees p e r  pat ient  day , 

TFTE = 	 t h et o t a l  FTE r e p o r t e d  by t h eh o s p i t a l  on Supplementary Form K i n  
t h eb a s ey e a r ,  minus nu r s ing  school  and i n t e r n - r e s i d e n t  s e r v i c e  
FTEs , 

TFD = t h e  f a c t o r e d  i n p a t i e n t  d a y st o t e l  h o s p i t a l  d a y s .  The f a c t o r e d  
are ob ta ined  by m u l t i p l y i n g  t h e  number of p a t i e n t  d a y s  i n  t h e  
v a r i o u s  c a t e g o r i e s  by t h e i r  r e s p e c t i v e  f a c t o r s  f r o m  T a b l e  I and 
a d d i n gt h ep r o d u c t s  so ob ta ined ,  



STEPS : 

A .  Compute the h o s p i t a l s  TFD as f o l l o w s :  

The TFD are a r r i v e d  a t  by m u l t i p l y i n g  t h e  number of p a t i e n t  d a y s  i n  e a c h  
ca t egory  p rov ided  by t h e  h o s p i t a l  in t h e  b a s e  y e a r  by t h e  r e s p e c t i v e  
f a c t o r  and add ingthe  s u m  of t h ep r o d u c t s .T a b l e  I below lists t h e  
c a t e g o r i e s  of p a t i e n t  d a y s  a n d  t h e i r  a s s o c i a t e d  f a c t o r s . *  

t h e  f a c t o r s  w e r e  d e r i v e d  by theStandardsdevelopmentCommit tee  (SDC) of t h e  
Wiscons inhosp i t a l  Rate R e v i e w  program The SDC was s e a r c h i n gf o rw e i g h t i n g  
f a c t o r s  t h a t  wouldenable  it t o  comparepatientdayvolume among hospitals i n  
s p i t e  of t h ev a r y i n gt y p e s  of p a t i e n t s  and p a t i e n t  n i x .  The b a s i s  f o r  t h e  
f a c t o r s  was Nonitrend s ta t is t ics  on  the  number of w o r k  h o u r s  u t i l i z e d  i n  the care 
o feachtype  of p a t i e n t .U s i n gt h e s e  s t a t i s t i c s ,  each  SDC member proposed a set 
o f  f a c t o r s  for each  type of p a t i e n t  d a y .  Theconsensusofthe as a whole on 
t h e  v a l u e  of each f a c t o r  a n d  a l l  t h e  f a c t o r s  relative t o  e a c h  o t h e r  was then 
approved as the f ina l  set o f  f a c t o r s  ( T a b l e  I).  

The w a s  composed 2f 13 members, s i x  of whom were h o s p i t a l  a d m i n i s t r a t o r s  or 
c h i e f  f i n a n c i a l  officers; a d d i t i o n a l l y  t h e r e  were f o u r  S t a t e  of Wisconsin 
r e p r e s e n t a t i v e  o n  the Commi t t eeandth reerep resen ta t ives  of t h e  h e a l t h  
i n s u r a n c ei n d u s t r y .b e f o r ef i n a la p p r o v a l  of t h ef a c t o r s ,i n p u t  was 
s o l i c i t e d  f r o m  a l l  h o s p i t a l s ,  from other  i n t e r e s t e d  p a r t i e s ,  and s t a t e w i d e  
hea r ings  were he ld .  major concerns were responded t o  a n dt a k e ni n t o  
c o n s i d e r a t i o n  

Date A p p 5  ,$k25
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TABLE I 


Category of Pa t i en t  Days  


Genera l  ADULT m e d i c a l / s u r g i c a l  


Genera l  pediatric Med/Surgical 


N e o n a t a l  I n t e n s i v e  Care 


H i x e dI n t e n s i v e  Care (med/surgjcoronary/pedhtric) 


in te rmedia te  Acute  Care 


Burn Cen te r  


O b s t e t r i c  


S e l f - c a r e  


P s y c h i a t r i c  


alcohol ism/chemical  Dependency 


r e h a b i l i t a t i o n  


o r t h o p e d i c  


Hospice 


Regular newborn nursery 


-.
the TFD will becomputedbased on t h e  c a t e g o r i e s  

Fac to r  

1.00 

1.20 

3.00 


2.75 

1.90 

2.75 

1.10 

.30 

1.oo 

.85 

.80 


1.20 

1.00 

.92 

of p a t i e n t  d a y s  r e p o r t e d  by 
L e - h o s p i t a l  on Medicaid Supplemental  Cost Report ,  Worksheet I, f o r  the b a s e  
year Inpatient d a y sr e p o r t e di nc a t e g o r i e s  other t h a nt h o s el i s t e d  i n  TABLE 
I w i l l  b e  t r e a t e d  as  m e d i c a l / s u r g i c a ld a y s .  Newborn days ,no tr epor t ed  on 
worksheet I, w i l l  be  p i cked  up from page three of t h e  M e d i c a r e  r e p o r t .  

B. Compute t h e  h o s p i t a l ' s  OPE as follows: 

the OPE days are a r r i v e d  at by d i v i d i n g  t h e  h o s p i t a l  t o t a l  i n p a t i e n t  a n c i l 
l a r y  revenue by the TFD, and t h e n  d i v i d i n g  the quotient s o  ob ta ined  i n t o  t h e  
t o t a lo u t p a t i e n tr e v e w e .  The t o t a lo u t p a t i e n tr e v e n u e  can g e n e r a l l yb e  
ob ta ined  by adding column 7 and column 9 of Line 37b of Form C of t h e  b a s e  
y e a rf i n a lM e d i c a r ec o s tr e p o r t .  The t o t a lh o s p i t a li n p a t i e n tr e v e n u ec a n  
u s u a l l y  beobta inedf rom column 3 ,  Line37b, Form C of t h e  b a s e  y e a r  f i n a l  
Medicare c o s t  r e p o r t .  

C. 	 Compute t h e  h o s p i t a l ' s  TFTE as  follows: 

The h o s p i t a l ' s  TFTE are a r r i v e d  a t  by s u b t r a c t i n g  f r o m  t h e  number of FTE 
r e p o r t e d  by t h e  h o s p i t a l  i n  t h e  b a s e  year  i n  theTo ta lco lumn,L ine52 ,  
SupplementalWorksheet K,  t h e  number of FTEs r e p o r t e d  b y  t h e  h o s p i t a l  i n  t h e  

~b a s e  y e a r  i n  t h e  T o t a l  columnonLines 2 1 ~ e ~ ~ - ~ ~ K. ~71, /ffw 
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D. compute the hospital's 

%EPPD = 	
TFTE x 365 
TFD + OPE 

E. 	 compare t he  h o s p i t a l ' s  FEPPD to t h es i x t i e t hp e r c e n t i l e  of t h ep e e rg r o u p .  
The groups used for t h e  Average Compensation Per  Employee t a r g e t  w i l l  a l s o  be 
u s e df o r  this t a r g e t .  

If the h o s p i t a l ' s  FEPPD is  n o t  g r e a t e r  than t h e  s i x t i e t h  p e r c e n t i l e ,  n o  
f u r t h e r  a c t i o n  is needed. If t h e  hospital's PF2PD exceeds the s i x t i e t h  
percentile, t hen  the Medicaid proportion of t h e  employment c o s t s  (wages, 
salaries and fringe b e n e f i t s )  a s s o c i a t e d  with the FTEs in e x c e s s  of t h e  
sixtieth p e r c e n t i l e  w i l l  he disallowed. 



ILLUSTRATION OF METHODOLOGY 


A .  compute h o s p i t a l  H ' s  TFD. 

assume t h a t  H o s p i t a l  H r e p o r t e dt h ef o l l o w i n g  p a t i e n td a y s  on Supplemental  
worksheet I for i t s  base yea r :  

Occupancy Days 

m e d i c a l / s u r g i c a l  

O b s t e t r i c  

P e d i a t r i c s  

S p e c i a l  Care: I C U  

CCL! 

Other - Orthopedic  

- Self-care 

p s y c h i a t r i c  

other - Arthritic 

T o t a l  Days 

Approved* P a t i e n t  
Beds 

75 

9 

8 


12 

4 


12 


120 

* The h o s p i t a l  also r e p o r t e d  10 newborndayson l i n e  8, P a r t  II of Page 3 
of t h e  Medicare report The TFD f o r  H o s p i t a l  H t h e n  are: 

HCFA-179 # Date Rec'o -
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Category 	
of Cays -Days f a c t o r  Days 

m e d i c a l / s u r g i c a l  7 5  1 75 

O b s t e t r i c  9 1.1 9.9 

I C U  8 2.75 

Orthopedic  14.4 

Se l f - ca re  4 1.2 

A r t h r i t i c  ( n o t  a c a t e g o r y  
i n  T a b l e  I ,  t h e r e f o r e  
c o n s i d e r  t h e s e  m e d i c a l  
S u r g i c a l )  1 2  3 12 

newborn 10 .92 9 .2  

TFD = 135.42 

Number Fac tored  
of 

B. Compute t h e  h o s p i t a l ' s  CPS days.  

Assme t h a t  h o s p i t a l  ti r e p o r t e d  $15,000 i n  t o t a l  o u t p a t i e n t  r e v e n u e  and 
$155,000 i n  t o t a l  h o s p i t a l  i n p a t i e n t  ancillary revenue. The OPE days f o r  
hospital E a r t :  

OPZ = 15,000 = 12.31. 
( i 5 5 , 0 0 0 / 1 3 5 . 4 2 )  

C. compute the h o s p i t a l s  TFTE. 

assume t h a t  H o s p i t a l  H r e p o r t e d  t o t a l  FTE i n  t h e  b a s e  y e a r  of 2.00, of t h a t  
3 . 1 3  FTE were in  the  Nurs ing  Schoo l  Cos t  Cen te r  and 0.27 were i n  the Intern
r e s i d e n t  Service C o s tC e n t e r .f o rH o s p i t a l  H t h e n  is: 

= 2.00 - 0.13 - 0.27 1.60 

D. Compute the hospital's FETPD. 

FE?PD 1.6G :< 355 
135.42  f 12.31 - 3.95 

E. 	 Compare t h e  h o s p i t a l ' s  FEPPD t o  t h e  s i x t i e t h  p e r c e n t i l e  o f  t h e  p e e r  g r o u p ;  
conpuceanddisal low t h e  medicaid share of t h e  compensa t ionassoc ia tedwi th  
the number of FTEs i n  e x c e s s  of t h e  s i x t i e t h  p e r c e n t i l e .  

State Rep. In. Date Eff. 


